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(1)

MEASURING IMPROVEMENTS IN THE U.S.
EXPORT ASSISTANCE CENTER NETWORK

THURSDAY, SEPTEMBER 9, 1999

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TAX, FINANCE AND EXPORTS,

COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Subcommittee met, pursuant to call, at 2:00 p.m., in room
311, Cannon House Office Building, Hon. Donald A. Manzullo
[chairman of the subcommittee] presiding.

Chairman MANZULLO. Good afternoon.
I was playing musical chairs up here. Obviously, somebody who

occupied this chair before me wasn’t vertically challenged, and I
was sitting closer to the ground than I wanted to.

The Subcommittee will come to order. Today we will continue our
evaluation of the USEAC or U.S. Export Assistance Center net-
work. Steve Chabot, a representative from Ohio and I are the only
members who were part of the Subcommittee in 1996 when we
held our last oversight hearing on the program.

We are here today because USEACs are unique in the Federal
Government. They represent an innovative effort to attempt to con-
solidate, improve and stretch the various export promotion pro-
grams spread throughout 19 Federal agencies. That is not an easy
task. From where the U.S. Government was in the early 1990s, the
auditing reports for us today confirm that there have been signifi-
cant improvements in the delivery of export promotion programs to
those interested in international trade.

The major problem outlined by GAO appears to be a disunited
effort to help small firms that are not ready to export but show po-
tential. A minority of USEACs have aggressive outreach programs,
while the rest refer these small businesses to other resources most-
ly in the private sector. But there is little follow-up at the USEACs
to see if these companies have graduated and are now prepared to
export.

As a Member who has held numerous trade forums to encourage
more companies to export, I know the frustration many trade spe-
cialists at the USEACs feel about the lack of response to the invita-
tion for help. This is not about outreach or marketing. It is about
small companies that already know about USEACs but do not re-
ceive the appropriate help because they are not ‘‘export ready’’.

The GAO reports the SBA’s E–TAP program is one of the tools
that holds promise for assisting firms that are not ready to export.
I am also familiar with several private sector alternatives that may
be of assistance also. Our mutual goal should be that no small
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business that contacts a USEAC for export help is turned away be-
cause the company is not export ready. That apparently was the
conclusion of the GAO study.

We have a record trade deficit mainly because of our recent ane-
mic export performance. Small business accounts for nearly 93 per-
cent of exporting manufacturers but accounts for only 30 percent
of the value of U.S. exports. Clearly, we have a lot of work to do.

I look forward to the testimony of our witnesses. I yield for an
opening statement by the ranking minority member, Mrs. McCar-
thy of New York.

Mrs. MCCARTHY. Thank you, Mr. Chairman.
I would also like to thank our panel of witnesses for taking time

out of their busy schedules to testify before this Subcommittee.
While small businesses are looking to global markets to expand

and remain competitive, export assistance centers have shown they
have a potential to help small business increase their exports. This
hub and spoke network, which is centered around USEACs
throughout the country, is linked with 141 overseas posts in 76
countries.

Exports account for 25 percent of the total U.S. Economy. Fur-
thermore, an increase of $1 billion in exports translates to 22,800
new jobs. By creating one export assistance network, U.S. Busi-
nesses no longer encounter a fragmented and confusing system
when looking to Federal assistance for counseling. Their ability to
assist small businesses interested in exporting their goods and
services translates into more jobs and a healthier economy.

As you are aware, U.S. Government export programs have come
under close scrutiny of the Congress. In response to questions
raised by Senator Smith regarding this issue, the GAO produced a
report examining the nature of USEACs with federal and non-
federal agencies, as well as marketing initiatives.

Although the report sufficiently answers most of the questions
raised by Senator Smith, it also raises some inconclusive points
that need clarification such as, how agencies are dealing with over-
lapping of services. Though USEACs have shown the potential to
help small businesses increase their exports, recommendations
made by GAO, as well as continued congressional oversight, is still
needed to improve their services, especially the firms that have
never exported their goods.

I thank the chairman for recognizing the importance of this issue
and look forward to the testimony of our witnesses.

Chairman MANZULLO. Thank you very much.
Our first witness is Ben Nelson. Ben or Benjamin?
Mr. NELSON. Benjamin, but Ben is fine.
Chairman MANZULLO. Okay.
Mr. Nelson joined the GAO’s Detroit regional office in 1974 after

participating in the General Motors management development pro-
gram. In 1983, he transferred to Washington, joining the newly es-
tablished Office of Quality Assurance and then to National Security
and International Affairs Division in 1985 to help establish the Di-
vision’s quality review operation. You have quite a background. Mr.
Nelson graduated with a BA in Business Administration from Al-
bany State College and his graduate degree is from Johns Hopkins
University, School of Advanced Studies in International Studies.
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He also completed work on international trade and competitiveness
issues at Georgetown University. Excellent qualifications.

Mr. Nelson, we look forward to your testimony on behalf of the
GAO investigation.

Mr. NELSON. Thank you.
Chairman MANZULLO. I don’t think investigation is a fair term.
Mr. NELSON. I am sorry.
Chairman MANZULLO. I said GAO investigation. I think GAO re-

view or audit is a better term.
Mr. NELSON. Review.
Chairman MANZULLO. Review would be more appropriate.
Mr. NELSON. More appropriate, yes.
Chairman MANZULLO. Thank you.

STATEMENT OF BENJAMIN F. NELSON, DIRECTOR, INTER-
NATIONAL RELATIONS AND TRADE ISSUES, U.S. GENERAL
ACCOUNTING OFFICE, WASHINGTON, DC

Mr. NELSON. Mr. Chairman and members of the Subcommittee,
I am pleased to be here today to discuss the activities of the U.S.
Export Assistance Centers, so-called USEACs. As you well know,
small businesses offer great potential for export growth. However,
they are also likely to seek export assistance, particularly those
firms that have never exported. Various Federal agencies and pub-
lic and private organizations provide a range of export assistance
activities, from giving export counseling to supplying export fi-
nance.

Research by GAO and others in the late 1980s and early 1990s
found that export assistance at the Federal level was fragmented
among 10 different agencies. In response, USEACs were created to
strengthen the delivery of export promotion programs by serving as
one-stop shops that could provide information on all export pro-
motion activities available to U.S. Firms seeking assistance. Today,
there are 19 USEACs.

We have followed the development of the USEAC concept and
have reported on early implementation issues. My testimony today
will focus on our most recently issued report entitled: Export Pro-
motion: U.S. Export Assistance Centers Seek to Improve Services.
Specifically, I will discuss our findings related to, one, USEAC
agencies’ efforts to improve coordination among Federal agencies
and nonFederal export service providers; and, two, the challenges
the USEAC agencies face in their efforts to better meet the needs
of the business community, particularly firms that export services
and firms that are not yet ready to export.

In conducting this latest review, our work included visits to six
of the 19 USEACs and meetings with members of the export com-
munity at each location. These locations include Atlanta, Balti-
more, New York, San Jose, Seattle, and Portland.

With respect to coordination, we found that the agencies partici-
pating in the USEACs are making joint calls on perspective clients
and sharing information on clients and services where appropriate.
The USEACs have also pursued partnerships with nonFederal ex-
port service providers, including State and local government, profit
and nonprofit organizations.
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In many cases, the USEAC agencies have co-located their staff
in the same office suite of a building as nonFederal providers. In
fact, for fiscal year 1998, nearly 20 percent of the export actions re-
ported by USEAC trade specialists mentioned that at least one
partner had participated in assisting a firm and in exporting a
product or service.

While coordination among the various entities has improved,
USEAC faced significant challenges in helping firms that export
services. At a time when opportunities for service sector exports
are growing, Commerce’s export promotion services are often un-
available or inappropriate for firms that export services, as they
were largely designed for firms that export goods.

Certain USEACs have initiated creative approaches to address-
ing this issue. For example, one USEAC helped to stage a series
of international video conferences through which U.S. Architects
could gain market intelligence and meet potential clients. USEACs
are also helping design and education sector firms to form consor-
tiums to which they can jointly pursue export business.

Some USEACs have also used a special partnership program de-
veloped by the Small Business Administration to assist in projects
that are not yet ready to export. Under this program, USEACs or-
ganize Federal and nonFederal export service providers into con-
sortiums that provide firms that are not ready to export with com-
prehensive export training tailored to the firm’s needs.

USEACs then offer intensive follow-up counseling to those firms
and those firms that successfully complete the SBA program. Some
firms participating in the program have become customers of
USEAC export promotion and finance services and ultimately
exportors.

Mr. Chairman, this concludes my opening remarks. I would be
happy to answer questions you or other members of the Sub-
committee may have.

Chairman MANZULLO. Thank you very much.
[Mr. Nelson’s statement may be found in the appendix.]
Chairman MANZULLO. You will notice that the chairman removed

his coat. And if any of the witnesses feels more comfortable in
doing so, because of this oppressive humidity, just join in.

Our next witness is Johnnie Frazier——
Mr. FRAZIER. Frazier.
Chairman MANZULLO [continuing]. Frazier, thank you—Inspector

General, U.S. Department of Commerce.
Mr. Frazier was sworn in as the fourth Inspector General of the

U.S. Department of Commerce by Secretary Daley on July 20th,
1999. He had served as the Department’s Acting Inspector General
since January of 1998. As IG, Mr. Frazier manages the Office of
Inspector General, which is charged with conducting and super-
vising audits, inspections, and investigations of the Department’s
programs and operations. He is the Department’s senior official in
charge of promoting economy, efficiency and effectiveness and pre-
venting and detecting fraud, waste and mismanagement.

Mr. Frazier also served as Assistant Inspector General from 1994
to 1998 and as Deputy Assistant Inspector General from 1984 to
1994 in the Office of Inspections and Program Evaluations.
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I would state that what Mr. Frazier has done here is not an in-
vestigation, but it is an audit for determining efficiency. Is that cor-
rect?

Mr. FRAZIER. Yes, audits, inspections, and evaluations, all three
of them.

Chairman MANZULLO. Okay. Please proceed with your testimony,
Mr. Frazier.

STATEMENT OF JOHNNIE E. FRAZIER, INSPECTOR GENERAL,
DEPARTMENT OF COMMERCE, WASHINGTON, DC

Mr. FRAZIER. Thank you. Thank you, Mr. Chairman.
Mr. Chairman and members of the Committee, I am pleased to

appear before you today to discuss some of the Office of Inspector
General’s work and recent observations related to the U.S. Export
Assistance Centers.

I appeared before this Subcommittee just over 3 years ago to dis-
cuss the results of our early assessment of the development and
roll-out of the USEACs. I concluded that appearance by stating
that although there were clearly problems and challenges, we were
optimistic about the USEAC’s potential to better address the export
promotion and trade finance needs of U.S. exporters.

If I were to fast forward to the end of my statement here today,
you would see that I essentially have the same conclusion, that
there are indeed problems to be addressed, but I believe that the
USEACs are demonstrating their ability and potential to better
meet the needs of U.S. exporters.

Several key factors cause my optimism, the foremost being that
the USEACs have come a long way in demonstrating how Federal
agencies can and should work together to better provide export as-
sistance to U.S. businesses. And, secondly, the centers, while not
perfect, represent a major improvement over the fragmented export
promotion and finance assistance previously provided to U.S. ex-
porters.

Long before the establishment of USEACs, my office recognized
and highlighted the need for improved coordination of the Federal
Government’s export promotion efforts.

Recognizing the USEAC program’s potential for success or failure
and the resulting impact on small- and medium-sized firms who
look to the Federal Government for export assistance, we completed
an early assessment of the development and roll-out of the
USEACs.

Calling your attention to the map here on my left, I would high-
light that since that early assessment, we have monitored the
changing status of the USEAC program through the various audits,
evaluations, inspections, and visits, including several centers that
I personally visited. As you might expect, we have found that most
of the centers have some unique strengths and their own weak-
nesses. Each center also appears to have its own special opportuni-
ties for success, as well as its own special challenges.

Let me quickly share with you in the form of a report card—and
the report card is intended to encourage discussion here—a few of
our general observations about the USEAC program.

Federal Partnerships. Federal partnerships are increasingly
working in a cooperative fashion. This is the good news. This is a
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solid B-plus here. My observations here are more about attitude, of
quality. That is relatively intangible and difficult to quantify, yet
can make a big difference. More often than not, we are finding that
the collocation of export promotion and trade finance partners in
the USEACs does in fact foster closer working ties and strengthen
information exchanges. Clearly, when this happens, the result is
improved export marketing and export finance assistance.

USEAC Staffing. While SBA has at least one representative in
every USEAC, Ex-Im has staff physically located in only four
USEACs. Ex-Im officials emphasized that, although they are not
present in every USEAC, they attempt to visit the remaining
USEAC sites during their routine visits to the major cities in their
region. They also rely with varying degrees of success on the 36
centers that have Ex-Im Bank city-state partners in their vicinities
who serve as their authorized agents. A B grade here.

USEAC Performance Measures. The USEACs clearly need a bet-
ter system for identifying, measuring and reporting programmatic
accomplishments. In our 1996 review, we recommended that the
USEACs have performance measures and criteria for assessing and
encouraging the success of the USEACs as a single entity and not
only as the sum of the individual parts of the participants. Al-
though some officials are now attempting to address this matter,
there is clearly more work to be done here.

State and Local and Private Partnerships. Again, this is good
news. The USEAC network is fostering stronger partner relation-
ships with State, local and other trade associations. A solid B-plus
here is given to highlight our overwhelmingly positive observation,
that there is increased partnering between Federal and State and
local trade promotion organizations.

Coordination with the U.S. and Foreign Commercial Service’s
Overseas Offices. Coordination between the USEACs and the U.S.
and FCS overseas offices must be better. One of the unique aspects
of the U.S. and Foreign Commercial Service is its worldwide net-
work of domestic and foreign offices. Because cooperation and inter-
action between them has been spotty, we see the U.S. and FCS’s
efforts in this area as only average, at best.

USEAC Marketing. What is the USEAC program? This is a ques-
tion that is frequently asked. Our grade here reflects the opinion
of many representatives of some of the Federal, State and private
trade organization that we have spoken with who believe that the
USEACs must be more effective in getting out the message of who
they are, where they are, what they do, and what products and
services they have to offer.

In closing, if I had to give the overall USEAC program a grade
today, it would be a solid B. U.S. exporters are clearly being better
served through the USEAC program with improved coordination
and cooperation between the Federal agencies and the various pub-
lic and private organizations in the field that are involved in pro-
moting and financing U.S. exports.

Thank you. This completes my statement, and I will be glad to
answer any questions.

Chairman MANZULLO. Thank you.
[Mr. Frazier’s statement may be found in the appendix.]
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Chairman MANZULLO. Our next witness is Awilda Marquez, As-
sistant Secretary and Director General of the U.S. and Foreign
Commercial Service of the Department of Commerce. And we look
forward to your testimony I am not even going to go through the
list of credentials here, because we will take up a lot of time, ex-
cept to say that our witness has a thorough understanding of inter-
national trade and administration.

And with that introduction, Ms. Marquez, please.

STATEMENT OF AWILDA R. MARQUEZ, ASSISTANT SECRETARY
AND DIRECTOR GENERAL, THE U.S. AND FOREIGN COMMER-
CIAL SERVICE, DEPARTMENT OF COMMERCE, WASHINGTON,
DC

Ms. MARQUEZ. Good afternoon, Mr. Chairman, and thank you
Representatives McCarthy, Gonzalez and Napolitano and members
of the Subcommittee for providing me with the opportunity to
speak to you about one of the true success stories in government
today, the U.S. Export Assistance Centers. I would ask, of course,
that my complete statement be made a part of the official record.

You have asked if there is a measured improvement in the
USEACs since their creation in around 1993. I am pleased to re-
port that the Export Assistance Centers have become a catalyst for
small- and medium-sized companies seeking to expand their mar-
kets overseas and an invaluable resource for the tens of thousands
of companies that use the USEACs.

Almost 6 years have passed since we opened four pilot USEACs
in Baltimore, Miami, Chicago and Long Beach. By fostering strong
partnerships with Federal, State and local trade promotion organi-
zations, by incorporating technology and strategically placing our
resources where they could serve our clients most effectively, we
have created an integrated national export assistance delivery net-
work.

And I do want to thank you, Mr. Manzullo, for sponsoring H.R.
1993 ITA’s Reauthorization Act that would support the continuance
of the USEACs.

I have offered here a chart to talk about some of the measured
improvements of the USEACs and have provided copies for you to
look at.

Today, the Export Assistance Network is comprised of over 350
Commercial Service employees at 105 Export Assistance Centers
providing export assistance to American companies nationwide.
Each offers one-on-one counseling to businesses, particularly small
and medium-sized companies with export potential. But with a
growing scarcity of resources and a greater demand on services,
working through partnerships at the point of service delivery is the
most effective way to help the American exporter in today’s climate
of increased global competition.

The trade finance counseling provided by SBA and Ex-Im Bank
professionals at several Export Assistance Centers complements
the export marketing counseling offered by the Commercial Serv-
ice. The original vision of providing one-stop shop for American ex-
porters has become a reality. Each agency in this one-stop shop of-
fers its own expertise. Of course, this is not a merger of identities
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but a close coordination of efforts to make it easy for customers to
get to the solution to their export-related problems.

In addition to our Federal partners, the Commercial Service
partners with State and local public/private organizations to again
leverage resources and expand the range and the depth of the serv-
ices that we can provide.

While the USEACs have matured to deal effectively with clients,
and we are proud of this accomplishment, we do not rest on our
laurels. The operation is not yet perfect, and we are working on im-
provements.

We are moving toward integrated planning with our USEAC
partners. Every USEAC already engages in joint planning activi-
ties among the partners to coordinate specific local trade events,
trade mission recruitment, World Trade Week activities, et cetera.
In addition to this, the Commercial Service would like to see inte-
grated planning so that one partner’s goals are incorporated into
the goals of all partners and that all successes are shared collec-
tively.

In addition, USEAC partners, as has been noted, already actively
engage in joint client calls. Every Commercial Service annual per-
formance plan for our staff has one element that is dedicated to
working with partners. We are working to develop joint perform-
ance measures, including joint counseling, good management busi-
ness processes and customer service within the USEACs.

The Commercial Service has taken the lead within the USEAC
network to provide partners with training on our products and
services. We have provided week-long Trade Specialist training
courses in which our partners have participated. We also arrange
for USEAC training for all USEAC partners, encompassing topics
such as export counseling, Federal resources for international busi-
ness, using trade finance effectively, et cetera.

In an effort to incorporating partner and client feedback into our
Managers’ and Trade Specialists’ evaluations, the Commercial
Service will soon be adopting a 360-degree review process; that is,
that 360-degree feedback will be incorporated into evaluations
allow superiors, subordinates, peers, clients and partners to pro-
vide input to help evaluate our individual Trade Specialists’ per-
formance.

We also use Teams, as you know. Our Teams initiative has
greatly improved the effectiveness of the Commercial Service’s
global network and the USEACs. In 5 years, the Commercial Serv-
ice Teams have matured to become a solid and effective global vir-
tual structure that coordinates activities across the Commercial
Service units, other ITA units and among USEAC and local part-
ners to bolster Teams’ international and industry expertise.

With the focus on innovation, the Teams have increased outreach
to new clients, developed enhanced matchmaking programs and
used new technology such as web casting and video conferencing to
educate clients and put them in touch virtually with buyers over-
seas.

The goal and main measure of the Commercial Service is to in-
crease the number of American SME exporters. We are aggres-
sively working to expand and diversify our client base. Our rural
Export Initiative reaches small and medium-sized companies who
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are export-ready but have not yet had full access to international
trade services because they are located in remote areas or in busi-
ness centers that are away from major metropolitan areas and lack
international trade infrastructure.

Rural companies are exporting more than ever, but they share
common characteristics. They lack access to trade services, such as
counseling, banking and freight forwarding experts. They are often
not exposed to international cultures and do not often have the
benefit of industry clusters in their areas. We can find and do find
rural companies with the capacities to exceed and help them enter
the international marketplace.

In addition to rural companies, we are also working to help mi-
nority-owned businesses export more, and we have launched a
Global Diversity Initiative to help those export-ready minority-
owned businesses take advantage of international opportunities.
Working with partners or partners in the USEACs and other part-
ners outside of the USEACs, we provide comprehensive counseling
and training over 6 months with a trade mission opportunity at the
end for minority-owned businesses to expand their international
reach.

We are one of the few agencies that provide direct service to the
business community, and this unique relationship necessitates that
we, the Commercial Service, maintain credible, flexible, business-
friendly and business-relevant services to keep up with the dy-
namic technological pace of business.

We are also using technology very aggressively to help busi-
nesses, especially the rural, the new-to-export and the minority-
owned companies, to help them reduce the costs of investigating
markets. We are using video conferencing very aggressively. We
are using push technology to get trade information and research di-
rectly to their computers.

We set up a virtual trade show where companies can save on
travel costs and market investigation costs by going to our virtual
trade hall and developing a virtual trade booth in our virtual trade
show.

We are also using web casting very aggressively, developing vid-
eos on market opportunities in Europe, in China, NAFTA coun-
tries, among others so far. This is available on the web through our
website global speed.com so companies can get information and re-
search directly through our website.

Innovation is also our current priority, modernizing what we do.
We are well deployed. We are well managed. We are well operated.
Now we also need to be modern thinking and fast thinking and
fleet footed. So we are using technology and innovating, developing
new tools and services to help companies export. We will be ending
our pilots next April with our 20th year anniversary. We will be
rolling out a whole new set of products and services for companies
that will meet their needs in the new millennium.

I thank you for the time to talk about what the Commercial
Service, the USEACs have done in partnership to help companies.
We are proud of what we have done. We know we need to continue
to better ourselves. And I am certainly able and willing to answer
any questions you might have. Thank you.
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Chairman MANZULLO. Thank you for your testimony. We will
enter your complete statement and all statements of the other wit-
nesses into the record.

[Ms. Marquez’ statement may be found in the appendix.]
Chairman MANZULLO. Our next witness is Joseph Sachs, who is

the Director of the U.S. Export Assistance Center located in Long
Beach, California. Mr. Sachs has been director there since it
opened in 1993. The Long Beach USEAC is one of the four original
USEACs and brings together staff from the SBA, Department of
Commerce, Ex-Im Bank and the Agency for International Develop-
ment.

Prior to heading the USEAC in Long Beach, Joe spent over 22
years with the SBA working in both in SBA’s Washington head-
quarters and the LA district office. He began his career with the
SBA in 1971 as a Federal Management intern.

Joe, we look forward to your testimony.

STATEMENT OF JOSEPH S. SACHS, DIRECTOR, U.S. EXPORT AS-
SISTANCE CENTER, LONG BEACH, CALIFORNIA, REP-
RESENTING THE SMALL BUSINESS ADMINISTRATION

Mr. SACHS. Thank you, sir.
Good afternoon, Mr. Chairman. Thank you for inviting me here

today to speak about the U.S. Export Assistance Centers, the re-
cent GAO report on the USEACs and particularly our newest ex-
port development program, the Export Trade Assistance Partner-
ship, the E–TAP program. My name is Joseph Sachs, and I have
been the director of USEAC in Long Beach since the USEAC policy
began there in January of 1994.

I would like to extend personal regards to Representative
Napolitano whose office we have worked with on a regular basis for
at least 4 years now.

The General Accounting Office report mentioned E–TAP as a
‘‘promising new program.’’ we certainly agree. That is why we are
attempting to expand the program on a national basis.

The concept is very simple: Target small businesses who are
ready to export but have not done any actual exporting. And, in
specific instances, we might even allow a company that has done
one or two exports to participate, teach them how to do it, hold
their hands while they do, follow up with a trade show or a trade
event overseas, and then support them with the financing that is
necessary when the overseas orders begin to come in. We refer to
this as the SBA export continuum—education, technical assistance,
risk management and financing. But the key to E–TAP’s success is
the commitment of SBA and its partners to continuously monitor
throughout the entire process.

Typically, programs for new-to-export companies offer a series of
seminars to help educate small firms on the various aspects of ex-
porting. Most of these programs either fall short of success or, more
commonly, cannot measure their success due to little, if any, follow-
up after the company completes the seminar. The E–TAP program
is different in that it ensures mentoring of the E–TAP participants
to ensure that as they go through the process they become export
ready.
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The success of this program is in its simplicity. Resource part-
ners offer information and training to their respective areas of ex-
pertise. Another difference E–TAP offers is that, working as a
group, the resource partners are more effective by being able to
offer seamless delivery and mentoring services, something too time-
consuming to offer separately.

We began this program about 5 years ago in Seattle as an SBA
program with the district office in Seattle and a local Small Busi-
ness Development Company participating. Building on that suc-
cess, we introduced the program into the USEACs as they were
opened. We found that the USEACs were ideal locations for the
program, because the co-located Federal partners were already on
board and most USEACs are located where there are SBDCs capa-
ble of offering high-quality counseling services and new—and spe-
cifically, too, new-to-export companies.

Our participation and location in the USEACs also afforded us
regular access to other partners well suited for the program. This
includes SBA’s service core of retired executives, freight for-
warders, international attorneys, insurance brokers, the World
Trade Center Association, international trade associations and the
District Export Councils of the Department of Commerce.

Although each of these groups came to the program with their
own distinct goals and agendas, each has found the program bene-
ficial. The success of each E–TAP graduating company is a success
for which each service provider can justifiably claim credit.

Despite limited funding for E–TAP, SBA has been working to ex-
pand the program nationwide. This year active E–TAP programs
are operating in almost half of the 19 USEACs, representing over
230 companies, getting export support as participants in the E–
TAP program.

SBA’s participation as a partner at all 19 USEACs has afforded
SBA an improved environment to deliver our trade finance serv-
ices. Volume and the export working capital program has grown
from 79 loans worth $28 million in 1994 to 412 loans worth $159
million in 1998, a growth in loan portfolios size of over 450 percent.
This represents an estimated $350 million supported by this pro-
gram in export sales volume.

The export working capital program is also one of the best per-
forming finance programs at SBA. The overall charge-off rate dur-
ing this period is less than 1 percent. We are continuing to improve
the program and are developing new, more efficient finance prod-
ucts to meet the evolving needs of the small business community.

Because small businesses continue to be the fastest growing sec-
tor for U.S. Exports, SBA must and will continue to adapt to meet
small business needs.

Attached to my written testimony is a more detailed description
of the E–TAP program and a success story which I think you would
enjoy reading. A woman-owned business, a graduate of the E–TAP
program in Long Beach, was counseled by the Department of Com-
merce and by SBA, got an SBA loan, which they completely paid
off, and is back now looking for a second loan.

I thank you for the opportunity to testify here today, and I would
be happy to respond to any questions you may have.

Chairman MANZULLO. Thank you very much.
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[Mr. Sachs’ statement may be found in the appendix.]
Chairman MANZULLO. We welcome Congressman Gonzalez and

Congresswoman Napolitano. Good to have you here this afternoon.
Let me ask a couple of questions. I want to refer first to the GAO

report.
First of all, I want to thank you all for your statements. You will

notice that even though we have two auditing investigative agen-
cies here, the issue is about coordination and outreach. It certainly
doesn’t go beyond that and I don’t want anybody to get the opinion
that because the GAO and the OIG here that it is anything other
than trying to make USEAC more efficient than what it is. That
certainly is our goal with all Federal programs, and I want to
thank you all here for your efforts on it.

In the GAO report, it talks about USEACs struggling with assist-
ing enterprises that are not yet ready to export. It then makes ref-
erence to the program developed by the SBA, which is E–TAP. Yet
the E–TAP program mentions that it helps small businesses that
are ready to export. What do we have here? Is E–TAP working
with companies that are ready to export or just inquiring about
whether or not they should even get involved in exports?

Maybe, Mr. Sachs, that would be your question.
Mr. SACHS. Okay. I think that what has happened is the E–TAP

program has evolved over time; and I think because of the mission
of the USEACs to focus our attention on ready-to-export companies,
at least to date, I think that is what has happened with E–TAP.
We have now identified companies who are successful domestically.
We are trying to introduce them into the export marketplace, and
so those are the companies that we actively recruit. But I wouldn’t
say there is any specific prohibition against another company com-
ing into the program.

Chairman MANZULLO. I am not talking about prohibition. I am
talking about outreach. Did you have a response to that, Mr. Nel-
son?

Mr. NELSON. Go ahead with your question. Maybe——
Chairman MANZULLO. I can appreciate what E–TAP is doing, be-

cause that is obviously filling a hole that GAO picked up on and
said that it has fitted in very nicely. But my question here is that
the fifth witness chair, if filled by anybody, would be by a person
who is a small manufacturer that either did not receive assistance
at the USEAC or, two, didn’t know about it, which is the biggest
problem; or, three, went to USEAC and was, according to GAO re-
port, referred to an outside agency, ostensibly a private agency.

Does anybody want to comment on that?
Mr. SACHS. If I may.
Chairman MANZULLO. Sure.
Mr. SACHS. We have agreements with all kinds of different orga-

nizations. There are approximately 138 different entities in south-
ern California involved in export counseling. Organizations like
SCORE, the Small Business Development Centers, the Ports of
Long Beach and Los Angeles. Again, I am speaking about my par-
ticular USEAC.

Chairman MANZULLO. Sure.
Mr. SACHS. The World Trade Center Associations, and others

mentioned earlier, have been invited and have come into our
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USEAC to counsel people who are not ‘‘export ready.’’ and, in many
instances, those people have received counseling from those enti-
ties—which happen to be in the same building, by the way, that
is a big plus—that has resulted in them becoming export ready.

Chairman MANZULLO. Are those feeder groups, Mr. Sachs?
Mr. SACHS. That is correct. And they are right there in our office

with us. We do not turn anyone away.
Chairman MANZULLO. I wasn’t suggesting that.
I know we have experienced this problem in our own office. We

have a large manufacturing base. We brought in Counsels General
from different countries to talk about exporting possibilities. And
we send out a thousand letters to different businesses and you get
a 1 or 2 percent response. Yet you end up with a C-minus.

Could somebody remove the paper covering the report card chart
so we can see all right at the bottom where it says USEAC mar-
keting?

Would you want to comment on that, Ms. Marquez?
Ms. MARQUEZ. Yes. Let us see. And I guess I will talk about also

what is export ready. Because——
Chairman MANZULLO. If you could move closer to the mike, I

would appreciate it.
Ms. MARQUEZ. Yes. Right.
Export ready we envision is a company that has a CEO that is

committed to wanting to export, that has a viable business, that
has financial statements, viabilities, some couple of years in prac-
tice as a business. Those that don’t even reach that level who are
so young that they may not survive exporting are the ones that are
often referred to the SBDCs and others for basic business coun-
seling and basic business strength and development.

At that point when you have a company with a CEO that is com-
mitted with a couple of years in business and they are actually a
viable company, that is export ready. Now, most companies we
know may be export ready, but they are not exporting. They don’t
think about it. They don’t know about it. They don’t appreciate the
opportunity.

Chairman MANZULLO. That is a different group, right.
Ms. MARQUEZ. That is most of the companies. That is—our prob-

lem is that fewer than 5 percent of U.S. Companies are exporting.
You know, we pull our hair out every day to figure out how can
we get them to think about the incredible opportunities that exist
overseas. Ninety-six percent of the world’s market is overseas. They
are clamoring for our companies in markets overseas. I have been
to Brazil, to Chile, to Africa, to Europe. They are clamoring for U.S.
Companies, but U.S. Companies aren’t there.

Because the American economy is so strong, many companies
don’t feel the need or the desire to venture out overseas. Others
don’t have—others are afraid of or don’t want to deal with other
cultures and other languages. So it is our task to try to promote
the opportunities that are overseas and then to make it clear how
easy it can be to export and that we are available to help them.
That is our basic marketing.

Our offices, of course, conduct hundreds and hundreds of semi-
nars every year across the country on all sorts of products from

VerDate 27-JAN-2000 15:11 Feb 07, 2000 Jkt 010199 PO 00000 Frm 00016 Fmt 6633 Sfmt 6633 E:\HEARINGS\60563P1.XXX txed02 PsN: txed02



14

basic ‘‘do you want to export’’ to ‘‘do you want to export to China,’’
which is for the strong of will and the very strong of spirit.

And we issued press releases. We worked with partners. But we
can’t——

Chairman MANZULLO. Okay. I am going to wind up my questions
here. Where it talks about marketing campaign in the document
that was just removed, it says, in order to produce an effective na-
tional marketing strategy campaign, additional resources are need-
ed. That is not going to be forthcoming.

Ms. MARQUEZ. Right.
Chairman MANZULLO. I would like our office to get something

from your office, within 1 or 2 months, just an outline of how you
are going to reach these people without additional resources.

Ms. MARQUEZ. That is our challenge. That is our challenge. We
spend the day providing counseling to businesses, and we offer the
seminars. We issue the press releases. We have performance meas-
ures about expanding the client base, so our trade specialists have
the motivation to go out and get new clients.

Chairman MANZULLO. I understand that. I guess the point I am
trying to make is that you may not be able to rise above a C-minus
level. Because when our congressional office tries to reach out to
companies to get them involved in exports, it is very, very difficult
to get a half decent response. Because you get a letter saying I am
from the government, I am here to help you, and most small——

Ms. MARQUEZ. It is true.
Chairman MANZULLO [continuing]. Businesses will run the oppo-

site direction. I am really open for anything innovative, because I
am sure you have the same frustration. We have done press re-
leases. We have sent individual letters. We have done a lot of tele-
phone contact, knowing companies are involved in manufacturing,
knowing that they have a product that they may be able to sell
overseas, and yet we can’t bring them into the fold exporting.

So don’t feel bad about it. We are experiencing the same problem
as you, and we look forward to any type of suggestion to fill that.

Ms. MARQUEZ. We wrack our brains, and we are—we have the
rural export initiative that is targeting—so targeting is one good
way—targeting resources to at least get certain sectors out. Rural
exporters, minority exports are teams that have industry sector
specializations focused on certain industry sectors and use data-
bases of companies in those industries to target mailings for those.
So we are trying that. We are using technology, as I said. When
you use the web, the web casting is a great way to go.

Chairman MANZULLO. Keep it up, somewhere along the line the
hard work will pay off. Thank you.

Mrs. McCarthy.
Mrs. MCCARTHY. Thank you, Mr. Chairman.
It is always interesting to see when a program has started,

which is actually only a few years ago, and then to read the testi-
mony and see how far it has actually gone. As with anything, you
have to improve, always.

My question is to Mr. Sachs. It is my understanding that there
is the potential to compete for capital financing as we always—we
are always competing around here for money, too—between the
SBA and the Ex-Im bank. How is the SBA and the Ex-Im bank
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working together to avoid the overlapping of services and har-
monize their programs?

Mr. SACHS. Harmonization agreement was part of the original
concept of the USEAC, and basically we use the SBA’s legislative
authority for ceilings on its loans, which is $750,000. And what
happens is, if it is $750,000 or less and it is an export-ready com-
pany, it comes to SBA; and if it is above that threshold, it goes to
Ex-Im bank. Since we are all in Long Beach together, it is just a
question of walking the client down the hall.

Now in our territory, in southern California, this has worked out
pretty well. But Ex-Im bank has a delegated lender program, and
many of those lenders have been participants in that program long
before the establishment of the USEACs. And so, therefore, Ex-Im
still allows those lenders to make smaller loans.

I don’t see us as competitors. I see us as partners. And because
of that working relationship, I think we have been very successful.
We have done a lot of loans in our USEAC.

Mrs. MCCARTHY. Thank you.
Chairman MANZULLO. Mr. Gonzalez.
Mr. GONZALEZ. The question is to Mr. Sachs, and it is kind of

just a practical one. Let us say that I am a resident of Long Beach
and I want to get into the import business, how would I know
about you?

Mr. SACHS. That is a good question.
Mr. GONZALEZ. In the export business.
Mr. SACHS. I notice the rating we received with respect to mar-

keting our programs—there are approximately 20 of us on a reg-
ular basis in our USEAC, and we have a huge territory to cover.
For SBA I cover four States. The Department of Commerce is scat-
tered all throughout that same territory basically, and Ex-Im
bank’s people are responsible for 12 States. So a lot of us are on
the road all the time doing the best we can to promote the pro-
grams.

But we don’t have a budget specifically targeted at marketing,
and we rely on each of the agencies providing us with literature
and appropriate information that we can pass out at seminars and
workshops. I have spent a lot of time speaking on the media, radio,
television and even in the papers in the LA area, and every time
I do one of those appearances, we do generate between 10 and 25
calls. And so I think we are doing the best job we can under the
circumstances.

Mr. GONZALEZ. I am from San Antonio, so if I was a small busi-
ness person, and there is a lot of export business right now devel-
oping in San Antonio for all the reasons, the first thing I would do
is—the city would have a department on international trade that
might be able to assist me. There may be the private sector free
trade alliance. We have an organization. We have an international
center, and we even have some development in Kelly Air Force
Base as we redeveloped that.

But we also have all the Chambers of Commerce, all of these
groups that I am just—throwing them out for examples. Do you all
have consistent contact with these individuals so that if I have con-
tacted any of them—and for a lot of them it is just common sense
on where to go would they be able to tell me about your services?
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Mr. SACHS. Absolutely. I mentioned earlier there are about 138
different entities in southern California. I included in that the
Chambers of Commerce. Even Chambers of Commerce for specific
countries are part of that.

We have made contact with anyone and everyone that we have
felt would be able to help impact what we are trying to do for
American businesses. And many of them may not be regular par-
ticipants at the USEAC physically, but they are out there pro-
moting our programs. We provide them with the literature, the
forms, the information about who we are and what we do. And we
always appear at seminars and workshops that those organizations
put on. So I do think we have the benefit of those organizations as
partners in what we are trying to accomplish.

Mr. GONZALEZ. Yes, ma’am.
Ms. MARQUEZ. We partner very, very closely with all of those or-

ganizations in the Commercial Service as well, our partners in the
USEAC. We have MOUs with them, in order to complement each
others’ services. We try not to duplicate, so often a local Chamber
of Commerce provides one certain kind of service but not the kind
of service that we might provide, and so it is a very complementary
relationship.

We are always trying to fill in the gap with all of those partners,
and this happens across the country. You will often ask those part-
ners do they know about the USEACs being there, and they do.
And as a matter of fact, if you really—the only global network that
exists is the Commercial Services, is 140 offices overseas.

None of those offices are going to have that source of original pri-
mary research on market information, potential trade contacts, the
market climate, the investment climate. So having that global net-
work around the world is an added value that no one offers to the
small business exporters at an affordable price.

And in San Antonio we work with the Free Trade Alliance, with
the Chambers and others and, of course, now have recently hired
our new person for our office there, because it had been vacant for
several months.

Mr. SACHS. If I can just mention——
Mr. GONZALEZ. Yes, sir.
Mr. SACHS. All of my comments in answering your question were

as the USEAC director, as opposed to SBA, and it is absolutely cor-
rect that all of the participating agencies and many of our partners
are together trying to accomplish the same task.

Mr. GONZALEZ. Because James Harmon was in San Antonio
about 3 weeks ago and speaking to the Chambers and going out to
Kelly Air Force Base and the international center and a big space
out there on the former Air Force base soon to be—is going to be
dedicated to the export business where we are going to have all
sorts of individuals coming in there, and President Harmon at that
point indicated this would be a good place to have some sort of
presence, as far as the Export Import Bank. Of course, I guess I
will be in touch with your new person in exploring all the possibili-
ties.

Thank you very much.
Chairman MANZULLO. Mrs. Napolitano.
Ms. NAPOLITANO. Thank you, Mr. Chairman.
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I have a lot of questions, but I think I will just direct myself to
Mr. Sachs, if anybody can come on board.

Part of my problem has been, and you well know that in Cali-
fornia I had to take my Chambers and business people over to the
one-stop shop and nobody had even heard, and I was only 20 min-
utes away. And this was several years ago. And that was not to say
that you were doing your job, but it was your personnel at the time
was better used in other areas, I would imagine.

Long Beach is such a big area, and the Port requires so much
assistance. So I have, as you well know, embarked on trade con-
ferences. Well, that is one area where—the possibility of expanding
the different agencies and what they do and how you are working
together to disseminate that information to businesses who are ei-
ther interested in exporting or who are exporting want to expand
their market.

And that is what we have found out. It isn’t just through the
Chambers but rather going out into the community and asking peo-
ple—here are people who represent these agencies. Come and talk
to them if you are interested. And certainly you have a lot of loop-
de-loos, but, in the end, you get a lot of people who are extremely
ready and able, but they don’t know where to go. So those are some
of the things we are doing in our area.

But one of the things that comes to mind as I am hearing you
testify is who your partners are, what is the one-stop shop doing
or any of your agencies doing to communicate with the State Office
of trade and commerce? Lon Hatamiya has long been wanting to
work since he got appointed to be able to assist in being able to
provide information to the businesses that they deal with, whether
it is the trade missions, whether it is information or being partners
in the one-stop, to be able to further—you know.

Mr. SACHS. As I mentioned earlier, we are in the World Trade
Center building, which is a superb location.

Ms. NAPOLITANO. I know where you were.
Mr. SACHS. The State of California’s Export Promotion Office and

the State of California’s Export Finance Office (who we do co-guar-
antees with to double the size of the loan) are all located in the
same building. And we are constantly interacting with them. In
fact, I don’t think we do——

Ms. NAPOLITANO. Do you have a MOU with the State?
Mr. SACHS. I don’t know if there is a written MOU, but they

have been working very closely with us since the very beginning.
Ms. NAPOLITANO. Okay. One of the things that we found out dur-

ing the trade hearings that we held was the ability to bring in the
trade representatives from the different countries, where our State
representatives were helping business. When they come to the
State, then we wanted them to do briefings or debriefings, if you
will, workshops, for business.

Mr. SACHS. We have always been there with them.
Ms. NAPOLITANO. But we never hear about them. So how can we

interact if we don’t know what is going on? And, unfortunately,
that marketing—you may have a small budget, but maybe on
your—I am assuming you are on the Internet, on the Net and you
can post that information so we then can tell our Chambers or our
businesses, look there, that is where you will find the info. I have
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no problem putting it in my mailers to my businesses to say this
is where you should look for that information.

Ms. MARQUEZ. May I add a couple of things?
Ms. NAPOLITANO. Certainly.
Ms. MARQUEZ. We do have a MOU with the State of California.

In fact, we worked with the State of California and Lon Hatamiya’s
organization to start Bay Trade, for example, and LA Trade. So we
are in a very close working relationship with them on a number of
activities. And, of course, the information on whether it be trade
opportunities, whether it is where the office closest to you has in-
formation available on the Internet, and, indeed, even direct mar-
ket research and soon the Commercial Service is developing a new
website that will be transactional, where a business can come on
and order research on-line and pay for it on-line and have it deliv-
ered automatically to them to make it as easy as possible for them.

All of that market research will be available, much of it free, and
then when you want to get customized for that company’s product
in a particular market that requires customized research, they will
be paying a small fee for it.

Ms. NAPOLITANO. Is this true for all of the States?
Ms. MARQUEZ. All States. All of our sites are on the Net, and if

you hit our website you can get access to all of our U.S. offices and
all the international offices and all of their staff and all of their
schedules of events. Every office has posted all of the schedules of
the seminars or the special activities with partners or alone that
are scheduled for that office for the year. So all of that is posted
on the website.

Ms. NAPOLITANO. Then the other question would be whether or
not you are working at all with the education institutions to be
able to help those that are working in the area of business and
trade. Sometimes they do it together, sometimes they do inter-
national separate, but I know the community colleges have an ex-
tensive—they have—I don’t know if it is 12 now centers that deal
strictly with international training for small business.

To me that would be an ideal way to be able to market what you
are doing and be able to disseminate the information through not
only a class but also in their brochures to be able to give informa-
tion to the general business public.

Ms. MARQUEZ. Yes. And in the various seminars that we have,
in the E–TAP program that is conducted and the Global Diversity
Initiative program that is conducted, we bring in other partners,
including university experts, to talk about significant products.

Ms. NAPOLITANO. Internet and the community colleges, are they
specifically doing that?

Ms. MARQUEZ. Community colleges——
Mr. SACHS. There are three CITDs in our general area.
Ms. NAPOLITANO. CITDs?
Mr. SACHS. Centers for international trade, funded by the com-

munity college, chancellor’s office, and they are all an integral part
of everything that we do, so they do know about our organizations;
and on many occasions we have been out speaking jointly with
them through some particular audience.

Ms. NAPOLITANO. Okay. Because we did a conference with Ed
Net at Long Beach State specifically on international trade, and we
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brought some of the agencies in to talk to them. And their perspec-
tive is deal with us so that we can then disseminate the informa-
tion. We would be glad to help you do that.

But I don’t know whether anybody is doing any outreach to them
to be able to include them, so they can get that information out to
the——

Chairman MANZULLO. Would you yield for a question?
Ms. NAPOLITANO. Certainly.
Chairman MANZULLO. When you had that seminar, did you make

a mailing to area manufacturers and businesses that you thought
would be interested in attending that seminar?

Ms. NAPOLITANO. Our international trade is our fifth one al-
ready, so we have established a long line of mailing. Not only that,
but utilities mail for me. The people that they know that are trad-
ed individuals, companies as well as the Chambers and utilities, in-
cludes gas, water, electric and the Chambers, and then we also
have ties in with international groups that mail to their inter-
national groups.

Chairman MANZULLO. What kind of response do you have?
Ms. NAPOLITANO. I was laughing when you said 2 percent. We

must mail out 40,000, and we probably get maybe 300, 400 people.
But those are the ones who are really interested in doing the
trades.

Chairman MANZULLO. But I think that really goes to the prob-
lems in marketing. I am sorry, I didn’t mean to interrupt.

Ms. NAPOLITANO. No. But then you keep reaching new folks. New
people come in, and they learn, and the word is starting to get out,
and then they are able to communicate with the people that went
to the conference. And they are able to share information about
whether you can get the financing and all.

Chairman MANZULLO. One of the problems is the number of
pieces of literature a small business person gets in the mail. I was
raised in small business, in the grocery store and the restaurant
business. Even in a nonpolitical year, how many pieces of literature
does a small business person get? How do we actually get the small
business person to open the letter? When I go through my mail, if
it is not first class, I pitch it.

Ms. NAPOLITANO. That is true.
Chairman MANZULLO. Carolyn is nodding her head up here, too.

If it has a first class stamp on it, then I will open it up. They are
all nodding, also. Because I am looking at this C-minus over here,
and that is why I am saying that I don’t know if you can go above
the C minus. Because the big problem that we have in this country
is that there is a need for the small manufacturers to export, but
how do you get them? How do you get them into making that one
phone call to the Chamber in Mr. Sachs’ area so they can make the
link to the USEAC? How do you do that, Grace?

Ms. NAPOLITANO. It takes the word of mouth. It takes the people
who are interested and know who has a product or a service that
is saleable, that is exportable. Then to do the outreach, whether it
is the Chamber member, whether it is a member of the community
or the business community that understands that. And we have
done all of that. What helps the most is the Chamber themselves.
When they send out their notices through their blast fax, they can
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send out 500 in one whack and be able to attract attention to what
specific program they are offering that they can tap into. There are
many different ways.

But you are right. And I have approached business people, why
don’t you come to a seminar? I am sorry, I have payroll on that
day. I mean, it is just—I am told excuses. But many of them are
kicking themselves, because people they know started working,
have been—gone to branch out and all of a sudden they are saying
I could have been there.

So this is a word of mouth. That we know. But if we refer them,
we want to be sure they are going to get the service and they are
not turned off. That is another problem sometimes. Maybe the end
of year is a little tired or maybe they just do not communicate well
because the person does not express themselves adequately in the
English language so they sometimes have a little language prob-
lem.

But those people are just as adequate. In California, we have got
such potential, and we are still trying, pulling them in, trying to
get them to——

Chairman MANZULLO. Would you yield further?
Ms. NAPOLITANO. Please.
Chairman MANZULLO. One of the things that we have done on

our website through the congressional office, we put a link on trade
to the ITA. And, of course, the ITA has more links. That is one of
the things that Members of Congress can do. My office gets about
13,000 hits a month on my Web page. Most of them are for visitors’
information from Washington. And I don’t know if we have been
able to quantify the number of hits where people will actually hit
the trade on it.

Ms. NAPOLITANO. No, we are too busy.
Chairman MANZULLO. That is about it. But there is a need, and

it is something to think about on how to get the initial interest of
the small business person.

I have been looking at some different software, and I think the
SBA uses some software where there is a self-evaluation that the
small businessperson goes through to even determine if they want
to get involved in exporting. Most small businesspeople are terri-
fied because they don’t want to be paid in vodka or diamonds or
something else. They want to be able to get the cash out of it. How
do you overcome the fear factor, which I think is what separates
our small manufacturers from exporting? Anybody?

Ms. NAPOLITANO. Would you yield for a second?
Chairman MANZULLO. I am sorry.
Ms. NAPOLITANO. I just wanted to suggest that maybe all the

agencies that deal in trade produce a video, an educational video,
for business. Very simple, but using businesses that have had suc-
cess in being able to work with them. It has worked great for some
of my other entities; and I would hope this would address the prob-
lem that you are talking about that people could see an individual,
that real person who has succeeded.

Ms. MARQUEZ. It is available, and I would invite you to look on
the Web at globalspeak.com. That is one word, ‘‘globalspeak,’’ and
on there we have a running video: ‘‘talk to the Experts on Export-
ing.’’ And these are members of the District Export Councils that
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you may know. These are companies. These are companies, heads
of companies. When you are an exporter, what can I say, you be-
come an expert in the problem. Not academic or government. These
are companies that talk about different aspects of exporting. That
certainly is available on the Internet now as we speak. It is a
stream-lined constantly as part of that webcasting that I was talk-
ing to you about that is available.

Ms. NAPOLITANO. Is it possible that this Committee could get
copies of that so that we could get it and have it passed on cable
or public access? It is worth a shot.

Ms. MARQUEZ. Yes, we can certainly get copies of that videotape
to you. And then this issue of reaching companies and how to en-
courage them to export, that is what our counseling is about. Once
we get someone in who is interested, is trying to allay their fears
or at least to help them think through what are the appropriate
markets for them. You don’t encourage them to go to Brazil right
away. You start with Canada, a nice English-speaking, close-by
market and then you graduate to how to advise them on where to
go, where their product is most appropriately exported.

The easing into exporting is what our Trade Specialists can do
to counseling those companies first. Of course, we have to get them
in the door and through the partnering with the various chambers
of commerce.

I spoke to the Vice President of the U.S. Chamber of Commerce.
He has polled his own organization of thousands—how many do
they have—7, 10, 13,000 company members and even of his own
membership of the U.S. Chamber. He has a minuscule percentage
that was interested in their international trade Subcommittee of
the U.S. Chamber. So we are not alone in our struggle.

But it is a conundrum, and this is why Secretary of Commerce
William Daley had begun his Trade Education Initiative some
months ago to talk about the value and importance of trade to com-
munities across the country, and we will continue this to the Mid-
west and the Southwest leading up to WTO in Seattle in December.

Chairman MANZULLO. Is there anything afoot on any reorganiza-
tion in Commerce that would change the hub and spoke system
now of the Export Assistance Centers being the spoke and the
USEACs being the hub? Is there anything in the air on that?

Ms. MARQUEZ. We certainly have looked at the GAO study, and
we are always looking at where the appropriate places are to have
our offices, the USEACs. We are working to strengthen them.

Chairman MANZULLO. Allow them to keep their semiautonomy
from Washington?

Ms. MARQUEZ. The spokes or the hubs?
Chairman MANZULLO. I guess the hub would be the USEACs and

then the spokes would be, for example, the assistance center in
Rockford, Illinois.

Ms. MARQUEZ. Yes.
Chairman MANZULLO. There is no move afoot to change that

strategy?
Ms. MARQUEZ. Well, we are always reviewing the operations of

our offices for their performance and their effectiveness for the in-
vestment of the Federal dollars. And those that are producing and
that are working well with the customers and the markets are
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there. They are going to stay as long as we have funding to support
them. We are always looking to become more effective. The
USEACs is a young——

Chairman MANZULLO. You left a huge hole there. I guess what
I am trying to impress upon you is the fact that the regional assist-
ance centers such as the one we have in Rockford, are critical. If
there is any move to centralize everything back in Washington this
Congress is going to raise hell from the rafters.

Ms. MARQUEZ. That is not how we would operate. It would never
occur to us to think about this. In fact, we are always trying to de-
centralize our services and our support service. Washington is not
the place that people come to do exporting and trade. It is in the
communities. That is where we need to be, is where the businesses
are. This is part of our operation. It is part of our credo, and it is
part of our values. Those offices are going to stay out there or that
is it. Nothing is going to be coming back to Washington. That
wouldn’t make sense for any company, and that is not what we be-
lieve in. So certainly not under my watch will we—are we thinking
about that.

Chairman MANZULLO. I ran into a person who is involved in ex-
porting, but it is just a minor element of his business. He is a small
manufacturer. I visited over 200 manufacturers in the 16th District
of Illinois. We have somewhere between 1,500 and 1,700 manufac-
turers in the 16th District. We are not even sure of the exact num-
ber because they spring up overnight, and sometimes they will
grow eight, tenfold within a year because of the ingenuity of small
businesses.

He said, Don, I would like to get involved in more exports. And
I said, well, we have an Export Assistance Center in Rockford. Get
a hold of James Meid, who is one of the finest officers in the coun-
try.

And his question was just unbelievable. He said, what does the
Department of Commerce have to do with exporting? I would con-
sider this man to be a sophisticated businessperson. And I gave
him Mied’s number, and I am sure he followed up on it.

But the question was so basic that you have to ask what is it
about our approach corporately to the small businesspeople that
have made them really shy away from getting involved in exports?
We are all in this together. Because I want my constituents, obvi-
ously, to experience international growth, and you want the pro-
gram into which you have all poured your hearts and souls to be
effective.

If you don’t have an answer to that question, don’t feel bad, be-
cause I have been groping with that for about 7 years myself. I
guess that is the question we have to answer, isn’t it? And once we
are able to answer that question, then maybe we will be able to do
some other things. But I just want to thank you all.

Mr. Chabot, did you have any questions you wanted to ask?
Mr. CHABOT. Well, if this has been addressed already, I apolo-

gize.
Chairman MANZULLO. Go ahead, please.
Mr. CHABOT. You may have already addressed it, but it is my un-

derstanding that there are about 19 Federal agencies now that are
involved in delivering export promotion and trade finance assist-
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ance and those types of things. And let me play devil’s advocate
here but not too much the devil’s advocate, because it is pretty
close to what I believe.

One can make a pretty strong argument that the government
should not be involved in this to the degree that we are, that we
ought to have the private sector, that we ought to have chambers
of commerce and trade associations and the businesses that are di-
rectly benefiting that should pay for this and should organize it be-
cause it is in their best interest to do so.

Whenever the government does anything, we don’t do it nearly
as efficiently as the private sector would because we become too bu-
reaucratic. And it is my belief on a whole lot of levels, not just this.
I don’t think the Federal Government ought to be paying for art,
for example, in the National Endowment for the Arts, National En-
dowment for the Humanities and all of these things. And so I think
folks should do that privately and that sort of thing. So that is ba-
sically my philosophy here.

Convince me otherwise that if you all—no offense or anything,
but if you all didn’t exist or those 19 agencies didn’t exist, that the
private sector would not basically do what you all are doing be-
cause it would be in their interest to do so. If you could address
that.

Ms. MARQUEZ. I will give it a small shot.
The private sector is providing a lot of these services to compa-

nies now. You will find companies such as Price Waterhouse, Ar-
thur Andersen and other export counseling companies that provide
fabulously good advice to companies on how to export, how to do
it. They often do it for a $25,000 a month retainer fee. And this
is the problem. It is which companies are we trying to reach? The
Commercial Service, the USEACs are focused on the small- and
medium-sized companies of the United States because we believe
they are the engine of growth of the United States. They are the
job creators. That is our future—that is our present, that is our fu-
ture, and those companies are the ones that we want to get into
exporting more than anything else.

I think that if we look at our trade data we will probably find
that one quarter of it or more is Boeing alone, and maybe half of
it is Boeing and maybe Lockheed and Grumman and the others.
What we need to do is diversify the group of companies that are
exporting from the United States and to make it affordable for
them to do so. They cannot afford—the small companies cannot af-
ford $25,000. They cannot afford $1,000 to pay for information on
exporting.

So there needs to be an affordable, easy-access service to the
small- and medium-sized companies. Because if they don’t have it,
it is not that they are going to go elsewhere. Because there is not
any other that is more affordable. It is just that they are not going
to export because they don’t have to export because the United
States economy is fine, at least it is for now. And the economy
around Rockford, Illinois, they are making a nice living. Why
should they bother going to France and exporting?

That is the issue. We found it in our national interest—Congress
found it in the national interest to encourage small- and medium-
sized companies, and there was a gap there. I believe that that is
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why we exist, to serve that gap, an affordable service to those com-
panies. Because if they don’t access us, they simply will not be ex-
porting.

And we do operate on a fee-paid basis so this is not all free serv-
ices that are given. So there is a revolving fund that exists where
fees are charged to just cover the costs, cost recovery only for this
kind of service to businesses. That is why I said earlier our man-
date is only to increase the number of SMEs that are exporting be-
cause there are too few and the base of companies that are export-
ing is not diverse enough.

The companies that are medium and large, they can afford to pay
the counselors and the private sector consultants that are there,
but others cannot.

The other one is the global network. It is through the U.S. Em-
bassies and Consulates where most of our offices are. Those are
preexisting operations. We have our Commercial Officers at 140
countries around the world that represent 95 percent of the mar-
kets for U.S. Businesses. So we are there, on the ground, providing,
as I said, this basic primary research on contacts, on markets, on
environments, et cetera.

You often—in fact, you most often will find that in the private
sector they take that basic research that we generate for often free
for the companies, and they repackage it and then charge many,
many dollars to the companies that can pay for it. Again, we don’t
want to do that. We want to get companies exporting, and so we
provide low-cost, easy-access service but only to the small- and me-
dium-sized exporters.

Mr. CHABOT. Thank you, and I think that is a very good answer.
I would—just to let you know my feelings about not just this pro-
gram but most of what the government does, other than providing
defense and some other things that I could name. I don’t think any-
thing is free, really. Because, yes, we may not be charging, but
somebody is paying for it, and that is the taxpayers. And if it is
in business’ best interest ultimately as U.S. Business to export,
they will find a way to export. And I don’t think the government
ought to be picking winners and losers.

And I just think because the government has gotten so involved
in so many areas over the years that the level of taxation on indi-
viduals and businesses is much higher than it otherwise would be,
and if we got out of their way then they will do what is in their
best interest, for the most part. We do need environmental laws
and certain laws to make sure that they are not harming society,
that they are paying the taxes they owe, et cetera. But this cer-
tainly is not as bad or as—well, it is not as bad as many other
things that the government does. And I think certainly your inten-
tions are right, and as long as you are in existence we certainly
want you to do the best job you can, and that is what the purpose
of this hearing is.

Chairman MANZULLO. Will the gentleman yield?
Mr. CHABOT. Certainly, I will yield.
Chairman MANZULLO. I share your same beliefs on keeping gov-

ernment as small as possible. I have been a member for 7 years,
and you and I have served on the same committees since 1995, but
one of the things that I have noticed is that the Department of
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Commerce really started out as an agency to do a couple of things.
The first was to collect this incredible amount of trade data, be-
cause that determined the income that ran the Nation, before the
income tax. So there was this huge amount of trade data that
started to be compiled by the Department of Commerce, and that
is really something that no private sector would even attempt to
gather because it was pretty boring. It is exhaustive. You have to
tie into all these different reporting agencies just to get that mate-
rial.

And so, as the Department of Commerce evolved, it serves at
finding out things such as import surges to undermine whether any
dumping is occurring. So what has happened during this sometime,
the Europeans began to heavily subsidize their corporations for ex-
porting. So what the United States tried to do was to use the re-
sources that of the Department of Commerce and the SBA to get
out those statistics and the opportunities to export and the tools to
export to the companies so that they would have some basic means
of education within their hands in order to try to educate the rest
of the American public.

Now, I don’t usually make a case for government agencies, but
somebody has to collect the trade data. Somebody has to determine
whether or not dumping had occurred. That is what happened to
one of our companies, Brake Parts of McHenry, whether or not the
Chinese indeed were involved in dumping. As it turned out, they
were, and we got to file an appropriate case on that, but we
couldn’t do that without the tremendous amount of data that Com-
merce had collected.

So Commerce continues to collect that data. No one put a grade
for effort down there. There should be an A for effort.

What we are all trying to do, Steve, because I know you have
been a part of it, is to expand export opportunities. You have a big
tool and die center in Cincinnati, and we are very much concerned
over the drop in exports on tool and die. What we are all trying
to do is take this massive amount of government data from the na-
tional trade database, and convert that so that the companies can
use the information to determine if they can be involved in exports.

Were you done?
Mr. CHABOT. Yes, just reclaiming my time, and I think you make

very good points as well.
Chairman MANZULLO. But it means monitoring. We have the IG

and the GAO. So they are half the team that is up here, so you
can tell that we are trying to place an emphasis on efficiency.

Mr. CHABOT. Thank you for your time, and thank you for what
you do. I think the government is growing too large, and we need
to pare it down, and we haven’t scratched the surface of what we
do.

Chairman MANZULLO. We thank you for spending your afternoon
with us. We thank you for updating us, and we look to another op-
portunity as the GAO and Inspector General’s Office will continue
to monitor the success that is going on and appreciate your coming
this afternoon. Thank you.

This Subcommittee is adjourned.
[Whereupon, at 3:30 p.m., the Subcommittee was adjourned.]
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